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Apnl 12, 2004

BY MESSENGER

Ms Marlene H. Dortch

Secretary, Federal Communications Commission
Wireline Competition Bureau

P O Box 358145

Pittsburgh, PA 15251-5145

Re'  Valor Telecommunications, LLC and Shareholders of Valor
Communications Group, Inc , Application for Transfer of Control of
Domestic and International Authority Under Section 214 of the
Communications Act, as Amended

Dear Ms. Dortch:

Please find enclosed an origimal and six (6) copies of an application for Commussion
approval to transfer control of Valor Telecommunications, LLC and its subsidianes
to the Shareholders of Valor Communications Group, Inc., pursuant to Section 214
of the Communications Act.

Pursuant to Section 63.04(b) of the Commission’s rules, this application 1s
submutted as a consolidated domestic and international section 214 transfer of
control application (“Consolidated Application™). This Consolidated Application
has been filed concurrently with the International Bureau, 1n accordance with the
Commission’s rules, via the International Bureau Filing System.

Also enclosed 1s a completed FCC Form 159 and a check made payable to the FCC
in the amount of $860 to cover the filing fee for the domestic transfer of control
application.
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Wiley Rein & Fielding we

Ms. Marlene H. Dortch
Apnl 12, 2004
Page 2

Please do not hesitate to contact the undersigned should you have any questions

Sincerely, '\)
Gregory J. Voggt

Counsel for Valor Telecommunications, LLC
and Valor Communications Group, Inc

12191167



S

Before the
Federal Communications Commission
Washington, D.C. 20554

In the Matter of

VALOR TELECOMMUNICATIONS, LLC,

Transferor File No. ITC-T/C-
and WCB Docket No.

SHAREHOLDERS OF VALOR COMMUNICATIONS
GROUP, INC., Transferees

Application for Transfer of Control of
Domestic and International Authority Under
Section 214 of the Communications Act, as
Amended

R T L T N g S i S e .

To International Bureau
Wireline Competition Bureau

APPLICATION FOR TRANSFER OF CONTROL.

Pursuant to Section 214 of the Communications Act of 1934, as amended (the “Act™), 47
U.S C. § 214, and Sections 63.03, 63.04 and 63 24(e) of the Commission’s Rules, 47 C.F R 8§
63.03, 63 04, and 63.24(e), Valor Telecommunications, LLC (“Valor Parent” or “Transferor”)
seeks consent to transfer control of certain subsidianies that provide domestic and international
telecommunications services under Section 214 of the Act to a diverse group of individual and
institutional shareholders of Valor Communications Group, Inc (the “Transferees”).

Valor Parent currently is the holding company for various subsidianes that primanly
provide local exchange and other communications services to rural communities in four
southwestern states. The companies’ founders, management, and various institutional equity

nvestors privately hold shares in Valor Parent and 1ts subsidiaries. As part of a corporate



reorganization and in preparation for an iitial public offering (“IPO”), Valor Communications
Group, Inc. (“VCG™), a newly created holding company, will acquire all of the equity interests in
Valor Parent and certain other subsidiaries Although the pro forma internal reorgamzation will
not require prior Commission approval, Valor Parent anticipates that once the IPO is
consummated, no single shareholder will control VCG under the Commission’s rules.
Therefore, Valor Parent seeks consent to transfer control of its licenseholding subsidiaries to
VCG’s post-IPO shareholders as a group. For the reasons discussed herein, Commussion
approval of the transaction will serve the public interest, convenience, and necessity.

Pursuant to Section 63.04(b) of the Commission’s Rules, 47 C.F.R. § 63.04(b), Valor
Parent and VCG (the “Applicants™) are filing a consolidated application seeking approval for the
transfer of Valor Parent subsidiaries that hold domestic and international Section 214
authorizations. The information required for transfer of the intemational authorizations 1s
provided mn Section IIl below. See 47 C.F.R. § 63.24. As required by Section 63.04, the
additional information required for the transfer of subsidianes holding domestic Section 214
authority 1s provided 1n Exhibit A

The Applicants respectfully request streamlined treatment of this Application pursuant to
Sections 63.03 and 63 12 of the Commission’s rules, 47 C.F R. §§ 63.03, 63.12. As shown
below, both the domestic and intemational components of this application quahfy for

streamlined processing.1

: The parties have filed separate applications to transfer control of certain wireless licenses

held by Valor Parent’s subsidiaries. A description of these applications is provided in Exhibit A,
in the Apphcants’ response to Section 63.04(a)(9).



L. DESCRIPTION OF THE PARTIES AND TRANSACTION

A. The Applicants

Valor Parent 1s a privately held Delaware limited liability company. The current
ownership of Valor Parent includes' (1) entities controlled by three institutional equity mvestors
(Welsh, Carson, Anderson & Stowe (“WCAS”), Vestar Capital Partners (“Vestar”) and Citicorp
Venture Capital); (2) a group of individual mvestors who were founders of the Company; and (3)
a group of senior executives.

Valor Parent is the direct parent of two subsidiary holding compames: Valor
Telecommunications Southwest, LLC (“VTSW™) and Valor Telecommunications Southwest II,
LLC (“VTSW II”) Valor Parent owns roughly 87% of VTSW and about 90% of VTSW IL
Institutional investors, twelve individual investors and management hold the remaining shares in
VTSW and institutional mvestors and 11 individual investors hold the remaining interests in
VTSW II.

VTSW is a privately held limited liability corporation organized under the laws of
Delaware. Through its various subsidianies, VTSW provides a wide range of
telecommunications services in four states. VTSW 1s the ultimate parent of Valor
Telecommumcations of Texas, L.P. (“Valor Texas”), an incumbent local exchange carrier
(“LEC”) that owns and operates approximately 525,000 local access lines and provides
communications services primarily to rural communities in New Mexico, Oklahoma, Texas, and
Arkansas. VTSW 1s also the ultimate parent of certain other subsidiaries, including Valor
Telecom LD, LP (a provider of interexchange and resold international services) and Southwest
Enhanced Network Services, LP (an information services provider), which primarily serve

markets served by Valor’s RLEC subsidiaries.



VTSW 1l 1s the parent of Valor Telecommunications Enterprises II, LLC (“VTE 11”), a
privately held limited hability company orgamized under the laws of Delaware. VTE II, in turn,
is the parent company of Kerrville Communications Corp. (“KCC”), a diversified
telecommunications service provider based in Kerrville, Texas and organized under the laws of
Texas. KCC 1s primarily a rural LEC that provides a vaniety of communications services to 1ts
customers through four wholly owned subsidianes' Kerrville Telephone, LP; KCC Telcom Inc.,
d/b/a/ K2C Telcom (“K2C™); Advanced Tel-Com Systems, LP (“ATS”); and Kerrville Cellular,
Inc. (“KCI™). KCC provides resold international services to its customers through authorizations
held by ATS and another subsidiary, Texas RSA15B2 Limited Partnership d/b/a Five Star
Wireless (“Five Star”).

Valor Communications Group, Inc (“VCG™) 15 a holding company incorporated in
Delaware for purposes of the initial public offermg. Following the transaction described below,
VCG will have no direct operations and its principal assets will be the direct and indirect equity
interests 1 1ts subsidiaries.

B. The Transaction

Equity interests in Valor Parent, VISW, and VTSW I, are currently held by the
companies’ founders, management, and varnious equity sponsors directly and indirectly through
vanous entities and a number of individual nvestors Immediately prior to and in connection
with the consummation of an initial public offering for VCG, the Applicants will reorganize their
corporate structure Specifically, VCG will acquire all of the issued and outstanding equity
interests of Valor Parent, VTSW, and VTSW II from each of these companies’ existing equity
investors 1n exchange for VCG securities and proceeds from the public offering. As a result of

this reorgamzation, each of Valor Parent, VTSW and VTSW Il will be either a direct or indirect



wholly owned subsidiary of VCG. Because the existing equity investors’ relative ownership
mterests in VCG will be the same as their interests in Valor Parent and 1ts subsidiaries, the
reorganization will constitute a pro forma transfer of control under the FCC’s rules, which does
not require prior approval. See 47 C.F.R. §§ 63.03(d)(1); 63.24(d) Note 2(4).

Immediately subsequent to the reorganization, VCG will offer Income Deposit Securities
(*1DDSs”) in the amount of $ 875 million to the public. IDSs are secunties comprised of common
stock and subordinated notes, with each IDS representing one share of common stock and a
subordinated note with a certain principal amount at a certain interest rate. Holders of IDSs are
at all times the beneficial owners of the common stock and note represented by such IDSs and
will have the same voting rights as direct holders of common stock. The IDSs will be traded on a
yet—to-be-determined public stock exchange in the United States, and on the Toronto Stock
Exchange in Canada. Merrill Lynch, CIBC World Markets and Lehman Brothers will be the
lead underwnters for the public offering.

The Applicants anticipate that the offering will sufficiently dilute the current
shareholders’ ownership interests such that no single existing shareholder will hold a controlling
interest in VCG subsequent to the offering, although two of the existing equity investors (WCAS
and Vestar) will continue to hold a ten percent or greater (but significantly less than fifty percent)
mterest in VCG subsequent to the IPO. Furthermore, the Applicants anticipate that the VCG
securties will be widely held subsequent to the IPO, and as a result no new ten percent or greater
shareholders will be created. In short, no single shareholder will hold a controlling interest in
VCG subsequent to the IPO

The Applicants are providing the FCC with as much information as is currently available

concerning the transaction. Should the information 1n this application change as to any material



aspect, the Applicants will update the application Such revised information, however, will
likely only be available after grant of the application and the IPO. Any such information will be
included in the notice of consummation filed with the FCC following the IPO.

IL. PUBLIC INTEREST STATEMENT

The proposed transaction will enhance the financial stability of Valor Parent and 1ts
carner subsidianies by allowing the companies to pay off existing debt, increase liquidity, and
expand the companies’ access to different types of capital and capital markets. Prompt approval
of the transaction will benefit Valor’s customers, who will continue to be served by a rural-
focused, locally-oriented carrier that specializes in meeting their communications needs. The
transaction will remain transparent to Valor customers, who will continue to be served by the
same operating companies and experienced personnel serving them today. Furthermore, there
will be no nterstate rate changes as a direct result of the reorgamization.  Because the
transaction does not involve a transfer of access lines or any material change 1n the services
provided by Valor, 1t raises no competitive concerns that the Commission has identified in
previous transactions mvolving incumbent LECs.

Commission approval of this request will also ensure that Valor remains competitive in
the market for international services in its four-state service area, and will ensure that consumers
in those markets continue to benefit from an additional choice in international service providers

For the above reasons, the public interest, convenience and necessity would be furthered
by the grant of this application.

II1. REQUEST TO TRANSFER CONTROL OF INTERNATIONAL 214
AUTHORIZATIONS UNDER SECTION 63.24

In accordance with Section 63.24(e) of the Commussion’s Rules, the Applicants submit

the following information in support of this application. Three Valor subsidiaries, Valor Telecom



LD, LP (*Valor LD™), Advanced Tel-Com Systems, LP (*ATS”), and Texas RSA15B2 Limited
Partnership d/b/a Five Star Wireless (“Five Star™) currently hold section 214 authorizations to
provide resold international services. Since 1t 1s anticipated that no one shareholder will control
VCG following the initial public offering, the information for the transferee 1s provided with

respect to VCG, and not 1ts individual shareholders.

Information for Transferor and Transferee

(a) Name, address and telephone number:

Transferor:

Valor Telecommuntcations, LLLC
201 East John Carpenter Freeway
Irving, TX 75062

Tel. (972) 373-1000

Authorized Carriers:

Valor Telecom LD, LP

Advanced Tel-Com Systems, LP

Texas RSA15B2 Limited Partnership d/b/a Five Star Wireless
c/o Valor Telecommunications, LLC

201 East John Carpenter Freeway

Irving, TX 75062

Tel: (972) 373-1000

Transferee
Valor Communications Group, Inc.
201 East John Carpenter Freeway

Irving, TX 75062
Tel. (972) 373-1000

(b) Citizenship:
Transferor
Valor Parent 1s a limited hability company organized under the laws of Delaware.

Authorized Carriers:



Valor LD 1s a limited partnership organized under the laws of Delaware.

ATS 18 a imited partnership organized under the laws of Texas.

Five Star 1s a limited partnership orgamized under the laws of Texas.
Transferee

VCQG is a corporation organized under the laws of Delaware.

(c) Contact Information:

For the Transferor, Authorized Carners, and Transferees:

William M. Onle, Ir.

Senior Vice President, Chief Legal Officer & Secretary
Valor Telecommunications, LLC

201 East John Carpenter Freeway

Irving, TX 75062

Tel: (972) 373-1000

with a copy to:

Gregory J. Vogt

Bradley K. Gillen

Chin Kyung Yoo

Wiley Rein & Fielding LLP
1776 K Street NW
Washington, DC 20006
Tel. (202) 719-7000

Fax: (202) 719-7049

(d) International Section 214 Authorizations

Authorized Camers.

Valor LD, ATS, and Five Star each hold authorizations under Section 214 of the Act to
provide global resale service. See File No. ITC-214-20000719-00451 (Valor LD), File
No. ITC-214-19981110-00835) (ATS), File No. ITC-214-20010802-00418 (Five Star).

Transferor:

Other than through the subsidiaries listed above, Valor Parent holds no international
Section 214 authorizations.



Transferee:
VCG holds no mternational Section 214 authorizations.
Information for Transferee

(h) Ten Percent or Greater Interest Holders:

The Applicants anticipate that the following entities will hold a greater than 10% interest
m VCG after the initial public offering’

Welsh, Carson, Anderson & Stowe VIII, L.P?
320 Park Avenue Suite 2500

New York, NY 10022-6815

Citizenship® United States

Principal Business Financial Services
Percentage Owned: Approximately 11%

Welsh, Carson, Anderson & Stowe IX, L.P°
320 Park Avenue Suite 2500

New York, NY 10022-6815

Citizenship: United States

Principal Business: Financial Services
Percentage Owned: Approximately 11%

Three investment funds managed by Vestar are expected to collectively (but not
individually} hold a 10 percent or greater interest in VCG subsequent to the IPO. These funds,
through various Vestar subsidiaries, are ultimately controlled by Damel S O’Connell, the
founder and Chief Executive Officer of Vestar. Mr. O’Connell’s information is as follows:

Damel S. O’ Connell

c/o Vestar Capital Partners

245 Park Ave, 41° Floor

New York, NY 10043

Citizenship: United States

Principal business: Financial Services

2 The general partner of Welsh, Carson, Anderson & Stowe VIII, L.P. 1s WCAS VIII
Associates LLC, a U.S. limited hability company No single person or entity holds a 50% or
greater or controlling interest in WCAS VIII Associates LLC.

! The general partner of Welsh, Carson, Anderson & Stowe IX, L.P. 1s WCAS IX
Associates LLC, a U.S. hmited hability company. No single person or entity holds a 50% or
greater or controlling interest in WCAS VIII Associates LLC



Percentage Owned' Approximately 11%

In the unlikely event that other persons or entities purchase a greater than 10 percent
mterest in VCG 1n the IPO, VCG will supplement this information.

None of VCG’s current directors nor any of the directors expected to join the VCG board
at the time of the IPO currently sit on the board of directors of any foreign carrier If directors
are named subsequent to this filing who also serve as directors of a foreign carrier, VCG will
supplement this information.

(1 Foreign Carrier Affiliations:

VCG certifies that, subsequent to the IPO, it will not and does not expect to be affiliated
with any foreign carrier. In the unhkely event that new affiliations result from an IPO, VCG will
supplement this application.

() Foreign Carrier and Destination Countries:

VCG certifies that (1) 1t 1s not a foreign carrier, (2) 1t does not control any foreign
carriers, (3) no entity that owns more than 25% of or controls VCG controls a foreign carrier,
and (4) two or more foreign carriers (or parties that control foreign carriers) do not own, in the
aggregate, more than 25% of VCG. Although VCG does not anticipate that any single entity, or
any two or more foreign carriers or entities controlling foreign carriers, will own more than 25%
of VCG subsequent to the PO, VCG will supplement this information 1f it becomes necessary.

(k) Showing of WTQ Membership for Destination Countries:

Not applicable.
(1), {(m) Showing of Non-Dominance/ Regulatory Classifications

Not applicable.
(n) Concessions:

VCG certifies that it has not agreed to accept special concessions directly or indirectly
from any foreign carrier with respect to any U.S. international route where the foreign carmer
possess market power on the foreign end of the route and wall not enter into such agreements n

the future

(0) Federal Benefits:

The Applicants certify pursuant to Sections 1.2001 through 1.2003 that no party to the
application is subject to a demal of Federal Benefits pursuant to Section 5301 of the Anti-Drug
Abuse Act of 1988. See 21 U.S.C. § 862.

10



(p) Streamlined Processing:

VCG does not have any foreign carrier affiliations and is not itself a foreign carrier.
Therefore, it qualifies for streamlined processing pursuant to Section 63.12 of the Commission’s
rules, 47 C.FR § 63.12.

IV.  REQUEST TO TRANSFER CONTROL OF DOMESTIC 214 AUTHORITY
UNDER SECTION 63.04

In accordance with the requirements of Section 63 04(b) of the Commission’s Rules, the
additional information required by this section for the domestic Section 214 transfer of control

application 1s provided in Exhibit A.

V. CONCLUSION
For the foregoing reasons, the Applicants request that the Commission authonze the
transfer of control of Valor Parent and 1ts subsidiaries to the shareholders of VCG in connection
with the transaction described herem.
Respectfully submitted,

VALOR TELECOMMUNICATIONS, LLC
VALOR COMMUNICATIONS GROUP, INC.

s

William M. Ojile, Jr. Gregory J. Vogt
Semor Vice President, Chief Legal Officer Bradley K. Gillen
& Secretary Chin Kyung Yoo
VALOR TELECOMMUNICATIONS, LLC WILEY REIN & FIELDING LLP
201 E John Carpenter Freeway 1776 K Street NW
Suite 200 Washington, DC 20006
Irving, TX 75062 T. (202) 719-7000
(972) 373-1000 F: (202) 719-7049

Counsel for Valor Telecommunications,
LLC and Valor Communications Group, Inc

Dated: 4 I;.),/U"-f

11



DECLARATION OF WILLIAM M. OJILE. JR.

L, William M. Qjile, Jr., Senior Vice President, Chief Legal Officer & Secretary of Valor
Telecommunications, LLC, do hereby certify under penalties of perjury that to the best of my
knowledge, information, and belief, Valor Telecommunications, I.LC and Valor
Communications Group, Inc., including all officers, directors, or persons holding 5% or more of
the outstanding stock or shares (voting and/or non-voting) of either company as specified in
Section 1.2003(b) of the Commuission’s Rules, are not subject to denial of federal benefits

pursuant to section 5301 of the Anti-Drug Abuse Act of 1988,

Date %A’ y Zﬁ /4 é&a ?

William M. Ojile, J1.

Senior Vice President, Chief Legal Officer
& Secretary

VALOR TELECOMMUNICATIONS, LLC
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EXHIBIT A

Pursuant to Section 63.04(b) of the Commission’s rules, 47 C.FR. § 63.04(b), the
Applicants submit the following additional information in support of their application to transfer

domestic lines under Section 214

63.04(a)(6): Description of the Transaction

The proposed transaction 15 described in Section I.B of the Application.
63.04(b)}(7): Description of Geographic Service Area and Services in Each Area

The services provided by Valor Parent’s subsidiaries are described in Section LA of the
Application. Maps showing Valor Texas’s exchanges and service areas in Texas, Oklahoma,
New Mexico and Arkansas are attached as Exhibit B.
63.04(a)(8): Eligibility for Streamlined Processing

This Application qualifies for streamlined processing pursuant to Section 63.03(b)(1)(11)
of the Commission’s rules, 47 C.F R § 63.03(b)(1)(ii), which provides that streamlined
procedures shall be presumed to apply to all transfer of control applications in which the

transferee is not a telecommunications provider. | As explained above, the Applicants anticipate

: Streamlined processing of this application also satisfies the Commission’s general policy

objectives 1n providing the procedure. Since no transfers in access lines or material changes in
services will occur as a result of the transaction, approval is unlikely to lead to an increase in
concentration in Valor’s service areas. See Implementation of Further Streamlining Measures
for Domestic Sectron 214 Authorizations, Report and Order, 17 FCC Red 5517 929 (2002)
Furthermore, subsequent to the transaction, the Valor subsidiaries’ collective market share in the
interstate, interexchange market will be less than 10 percent; Valor will provide competitive
telephone exchange services or exchange access services (if at all) exclusively in geographic
areas served by a dominant LEC that 1s not a party to the transaction; and Valor is an incumbent
independent LEC that has fewer than two percent of the nation’s subscriber lines installed in the

(continued on next page)



that shares of VCG will be widely held subsequent to the TPO and that no single shareholder will
have control Furthermore, the Applicants do not anticipate any telecommunications provider
will hold a ten percent or greater interest in VCG subsequent to the IPQ. See Section III(h) of
the Application
63.04(a)(9): Other Related Applications

Concurrently with this application, Valor Parent 1s filing applications to transfer control
of various wireless authorizations held by its subsidiaries.
63.04(a)(10): Statement of Imminent Business Failure

Not applicable.
63.04(a)(11): Separately Filed Waiver Requests

None.
63.04(a)(12): Public Interest Statement

See Section II of the Application.

aggregate nationwide, and will not gain any subscriber lines by virtue of this transaction. See 47
C F.R. § 63.03(b)(2)(iii).
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El Paso

VALOR Telecom Exchanges for NEW MEXICO

NAME OF  ||AREA |[EXCHANGE AREA |[EXCHANGE
CITIES CODES|NUMBERs |[NAME OF CITIES llohnEs LHUMBERS
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